Jel codes: C10, C23, Q43.
Methods
The analysis and identification of contagion requires that each individual market equations contains market specific regressors, consequently we have to involve market specific variables in structural equations in order to correctly specify the model. Pesaran -Pick (2007 , p. 1266 show that ignoring endogeneity and interdependence can introduce a substantial upward bias in estimation of contagion coefficient. In general, problems of endogeneity requires usage of instrumental variables (IV) estimation and, in agreement with Pick (2005), we obtain consistency by including regional market specific fundamentals. Our canonical model is as follows:
y =α + α x +β C +u (1) where i indicates markets, t indicates periods, y it is a electricity price index, x it is a vector of predetermined variables, α 0i is a scalar parameter, α i is a vector of parameters. Contagion is addressed by including a dummy variable (Contagion Index), C it , in the model. Table 1 shows preliminary results: The coefficient signs are as expected and confirm that the contagion effect are statically significant in most markets and that IV estimations show that OLS are biased.
Results

Conclusions
The most important conclusions of this paper are that contagion can be identified separately from interdependence and that effects are asymmetric. In IPX there occurs contagion effects which can be identified with statistically significant coefficients. Moreover, we find that, most likely, price crisis occur when dynamic patterns are spiking suddenly downward and not upward. This is consistent with theoretical prediction, that sudden equilibrium change occurs when a collusive behavior breaks down, resulting in a competitive behavior. Finally, this indicates that interdependence occurs when price dynamic patterns are moving upward.
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